
SAVING & INVESTINGSAVING & INVESTING

“Financial Readiness Means Mission Readiness”
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True or False?True or False?

► You have to have money to make money
► The rich get richer
► The “little guy” never wins
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What is Rich?What is Rich?

How Much 
is Enough?
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Invest for the Long TermInvest for the Long Term

Get Started Early...

What will it take 
to get ½ million dollars 
at retirement…
starting at age
25?   35?   45?
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The Time Value of MoneyThe Time Value of Money

► The Magic of Compound 
Interest & Time:

TIME
+ INTEREST (rate of return)
= MORE MONEY!!



Can You Be a Millionaire?Can You Be a Millionaire?
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Should I Spend That Nest Egg?
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The Financial Planning PyramidThe Financial Planning Pyramid

Options, 
Commodities, 

etc.

Controlled 
Spending
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Savings PlansSavings Plans

► Elements of 
a sound 
savings plan:
► Emergency fund

► Reserve fund

► Goal-Getter fund

► Savings factors to 
consider:
► Safety

► Liquidity

► Yield
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Savings  ToolsSavings  Tools

► Regular savings account

► Certificates of deposit

► Money market accounts

► U.S. savings bonds
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Saving vs. InvestingSaving vs. Investing

► Different Time Frames

► Different Risks

► Inflation and Taxes



Has 
Inflation 
Affected 

You?

Has 
Inflation 
Affected 

You?
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Investment Asset ClassesInvestment Asset Classes

EQUITY DEBT

Stocks Hard
Assets

Bonds Cash
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StocksStocks

► U.S.

► Foreign

► Large Companies

► Small Companies

► Growth

► Value
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StocksStocks

► Represent ownership

► Returns from dividends and capital gains

► Best opportunity for long-term growth
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BondsBonds

► Corporate

► U.S. Government

► Municipal (tax-free)



$

18

BondsBonds

► Represent a loan

► Fixed income payments

► Reliable source of income
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Which is Better Stocks or Bonds?Which is Better Stocks or Bonds?

► Depends on
► Investment horizon
► Investor’s age
► Investment objective

► Stocks for long-term growth
► Bonds for a stream of income
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What is “The Market”?What is “The Market”?

► “The Dow”
► NASDAQ
► S&P 500
► Wilshire 4500

► NYSE
► AMEX
► NIKKEI
► EAFE
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Mutual FundsMutual Funds

$$
$$

$$
$$

$$

Pool of InvestorsPool of Investors

The Fund Professional ManagementThe Fund Professional Management

Diversified PortfolioDiversified Portfolio
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How Mutual Funds Make MoneyHow Mutual Funds Make Money

► Interest/Dividends

► Capital Gains

► Increase in share 
price (NAV)
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Mutual FundsMutual Funds

Advantages:
► Diversification
► Liquidity
► Convenience

► Professional
management

► Flexibility 
(often low minimums)

““Benefits to small investor”Benefits to small investor”
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Mutual FundsMutual Funds

Disadvantages:
► Not federally insured
► Involve risk
► Not guaranteed
► Returns will fluctuate
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Mutual FundsMutual Funds

► Stocks:
► Sector
► Aggressive growth
► Growth
► International/Global
► Growth & Income

► Stocks & Bonds:
► Asset allocation
► Balanced

► Bonds:
► High-yield bond
► Corporate bond
► Municipal 

(tax-free) bond
► Government bond

► Cash:
► Money Market
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Choosing a Mutual FundChoosing a Mutual Fund

► Goals/Objectives
► Performance/Risk 

(long-term)
► Management
► Cost (loads & fees)
► Services
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Purchasing Your Investment ToolsPurchasing Your Investment Tools

► Getting Help
► Financial 

Advisor
► Full-Service 

Brokerage
► Banks and 

Credit Unions

► Do-it-Yourself
► Discount Broker
► Internet
► DRIPS
► Mutual Fund 

Companies
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Saving & Investing TechniquesSaving & Investing Techniques

► Pay Yourself First

► Maximize Tax-Deferred Opportunities

► Make regular, steady investments

► Learn, Learn, Learn



$

29

Learn More About Saving & InvestingLearn More About Saving & Investing

► Books
► Magazines
► Rating 

Services
► Newspapers
► Newsletters
► Internet

► TV
► College Courses
► Seminars
► Non-Profit 

Organizations
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Take Action!Take Action!

► Pay yourself first
► Calculate your net worth
► Set financial goals
► Establish savings funds
► Build your investment portfolio
► Stay the course
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